
By HOWARD MURAD 

Plant and Equipment Expenditures by Foreign Affiliates of 
U.S. Corporations, 1970-72 

Foreign affiliates of U.S. corporations 
are planning to increase expenditures fur 
plant and equipment 12 percent in 
1971 to a total of $14.7 billion, to be 
followed l,\v a 10 [KTCent increase in 
1972 to a total of $16.1 billion. These 
increases ropresi^nt a considerable slow
down from the 21 percent growth rate 
registered in 1970. 

E X P E N D I T U R E S for property, 
])laiit, and cquiiiiiu'iit by foreign affili
ates of U.S. corporations arc expected 
to total $14.7 billion in 1971, up 12 
Jiercent from the final 1970 estimate of 
$13.1 billion. First estimates for 1972 
indicate an increase of 10 percent over 
1971 to a total of $16.1 billion. (See 
chart 14, and table 1.) 

These findings arc based on the latest 
OBE semiannual survey of about 450 
large U.S. firms, with approximately 
4,800 foreign affiliates, taken in June 
1971. The figures, therefore, reflect the 
economic environment prevailing at 
that time. The new economic program 
announced by the President in August, 
including the decision to allow the 
dollar to float against other currencies 
in foreign exchange markets, has clearly 
changed that environment. 

Spending increased 21 jiercent from 
1969 to 1970. Compared to that in
crease, the current estimate of 1971 
spending shows a considerable slow
down in the rate of growth. The de
celeration is centered in manufacturing, 
and probably reflects the general eco
nomic slowdown in Euro])c. On the 
other hand, expenditures in petroleum 
and mimng and smelting show sub
stantial increases. The exjiected growth 
of spending in 1972 reflects a recovery 
in manufacturing coujiled with sharply 

reduced gains in petroleum and in 
mining and smelting. 

The 1970 figures are final figures 
(the E rejiort for that year), and the 
total differs only slightly from the 
estimate made 6 mouths earlier (the 
IJ rejiort). The 1971 figures are based 
on the C rejiorts and the 1972 figures 
on the A rejiorts. As usual, table 1 
gives 1971 and 1972 estimates adjusted 
to take account of systematic bias in 
the rejiorts of jilanned sjieiuling. How
ever, the bias adjustment jirocediire 
now used differs from that used pre-

viously, and allows, for the first time, 
juiblicatiou of bias-adjusted jirojectioiis 
in all the tables. 

Industry pattern 

Outlays by manufacturing affiliates 
(see table 2) are exjiected to show only 
small gains in 1971, the total rising 4 
Jiercent above 1970 to $6.8 bilhon. 
If current expectations for 1972 are 
realized, outlays will increase 13 jiercent 
to $7.6 billion. In both 1971 and 1972, 
affiliates i)lan to increase spending 
in all major areas e.xcejit Canada. The 
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small size of the 1971 increase in part 
reflects reported delays of 1971 spending 
until 1972. 

Within manufacturing, affiliates in 
the chemical industry j:)lan little change 
in 1971 and 1972 from the $1.3 billion 
reached in 1970, with affiliates in 
Canada planning a decrease of 22 per
cent in 1971 and 9 percent in 1972. 
Affiliates in Europe plan an 11 percent 
increase in 1971 spending, but expect to 
reduce spending 6 percent in 1972. 
Both the increase in 1971 and the 
decrease in 1972 arc due largely to the 
spending pattern of afRliatcs in the 
United Kingdom and Germany. 

Affiliates engaged in machinery pro
duction plan relatively large increases. 
They plan to increase spending 7 per
cent in 1971 and 35 percent, to $2.8 
bilhon, in 1972. In both years spending 
is expected to show especially strong 
growth in Canada, Latin America, the 
United Kingdom, and Jajian. Largely 
reflecting sjiending in Germany, ma
chinery ijroducers in the EEC are 
projecting a small decrease in 1971, 
followed by a steep rise of 41 percent in 
1972. (The cost of machinery acquired 
or produced by manufacturing affiliates 

for leasing to others, a significant 
factor in the computer manufacturing 
industry abroad, is counted as part of 
affiliates' capital expenditure. There
fore, not all the growth registered in 
this area represents cxiiansion of j^lant 
capacity.) 

Manufacturers of transportation 
equipment expect spending to decline 
6 percent in 1971 to $1.0 billion, 
reflecting substantial reductions in 
Canada and the United Kingdom. 
Investment is expected to pick up 
slightly in 1972, but to remain below 
the 1970 level. 

All other manufacturing affiliates 
taken together expect to increase spend
ing 6 percent in both 1971 and 1972, 
following an increase of 31 percent in 
1970. Increases in 1971 are especially 
significant in Canada and the United 
Ivingdom. In 1972, increases are partic
ularly large in the United Kingdom, 
Germanj", and Japan. 

Affiliates in the petroleum industry 
(see table 3) estimate expenditures of 
$4.6 billion in 1971, up 22 percent from 
1970. Increased expenditures are re
ported for nearly all major geographic 
areas, but are especially large for 

tanker construction. The expected rise 
in 1972 is onlĵ  2 percent, concentrated 
in Canada, the Middle East, Japan, 
and those European countries affected 
bj"- exploration in the North Sea (the 
United Kingdom, Norway, and the 
Netherlands). Major declines are re
ported .elsewhere for 1972, particularly 
in Libya and Latin America. 

Led by investment in Canada and 
Australia, affiliates in mining and 
smelting show the largest percentage 
increase of anj'̂  major industry grovip 
in 1971, with spending rising 36 per
cent. The strength of the expected 
increase in both countries is more than 
enough to offset a 25 percent decline 
now seen for mining affiliates in Latin 
America. The sharp drop in Latin 
American spending is centered on 
reductions in Chile, where the govern
ment has nationalized some American 
holdings. The rise in spending b.y 
mining and smelting affiliates is much 
smaller in 1972. A large increase is 
expected in Canada and affiliates in 
Mexico and Central America also plan 
increases, but investment totals for 
Latin America are expected to remain 
far below the 1970 volume for that 
area. 

Table 1.—Summary of Estimates of Plant and Equipment Expenditures by U.S. Corporations' Foreign Affiliates, by Percentage Change 
and Dollar Amount 

Industry, area, and selicdulo 

Tolal 

By industry 

By area 

Latin American Republics and otiier Western llomlspliero. 

Otlier, Including United KiiiBdom 

By OFDI schedule 

All schedules !• ' 

Sc i i edu lcn 
Schedule C 

Percent change 

Actual 

1060 

16 

25 
11 
18 

21 
19 
11 
21 

14 

28 
2 

23 

31 
15 

3 

12 

3 
4 

30 

1007 

7 

17 
19 

- 1 

10 
4 

- 1 8 
- 7 

10 

- 6 
17 
12 

15 
8 

9 

12 

11 
12 
13 

1008 

I 

12 
10 

- 7 

0 
- 7 

- 2 2 
- 6 

3 

- 5 
29 

- 1 4 

- 1 9 
- 7 

17 

3 

24 
8 

- 1 0 

1060' 

15 

0 
10 
10 

- 0 
32 
29 
27 

23 

10 
12 
20 

20 
19 

16 

16 

17 
14 
18 

1070 

21 

22 
6 

31 

16 
43 
33 
31 

30 

17 
6 

20 

42 
26 

17 

22 

11 
24 
32 

Projection 

1071 

12 

30 
22 
4 

1 
7 

- 6 
6 

4 

13 
—2 

ii 

0 
10 

24 

12 

10 
12 
9 

1972 

10 

7 
2 

13 

- 1 
35 
3 
6 

22 

11 
0 

14 

10 
11 

0 

0 

8 
4 

10 

Billions ot dollars 

Actual 

1966 

7.4 

. 6 
2.3 
3.9 

.« 

. 0 

.« 
1.3 

.7 

1.8 
1.1 
2.0 

1.4 
1.2 

1.9 

6.0 

1.7 
2.0 
1.8 

1900 

8.6 

.S 
2.5 
4.G 

1.0 
1.0 
1.0 
1.5 

. 7 

2.4 
1.1 
3.3 

1.0 
1.4 

1.0 

6.3 

1.8 
2.1 
2.4 

1907 

9.3 

. 9 
3 0 
4.5 

1.2 
1.1 
. 8 

1.4 

. 8 

2.2 
1.3 
3.0 

2.1 
1.6 

2.1 

7.0 

2.0 
2.4 
2.7 

1908 

9.4 

1.0 
3.3 
4.2 

1.2 
1.0 
. 0 

1.3 

. 8 

2.1 
1.0 
3.1 

1.7 
1.4 

2.5 

7 .2 

2.4 
2 .0 
2.2 

1909' 

10.8 

1.1 
3.0 
6.0 

1.1 
1.3 
. 8 

1.7 

1.0 

2.3 
1.8 
3.7 

2.1 
1.7 

2.0 

8.4 

2.9 
2.9 
2.0 

1070 

13.1 

1.4 
3.8 
0.5 

1.3 
1.9 
1.1 
2.2 

1.4 

2.7 
2.0 
6.0 

2.0 
2.1 

3.4 

10.3 

3.2 
3 .0 
3 .6 

Projection 

1071 

14.7 

1.9 
4 .0 
0.8 

1.3 
2.0 
1.0 
2.4 

1.4 

3.1 
1.0 
6.5 

3.2 
2.3 

4 .2 

11.6 

3.7 
4.1 
3.8 

1972 

10.1 

2 .0 
4.7 
7.0 

1.3 
2.8 
1.0 
2.5 

1.7 

3.4 
2 .0 
6.2 

3.7 
2.6 

4.4 

12.7 

4.0 
4.2 
4.4 

NOTE.—Projections are corrected for systematic bias; seo text. 

' Eevlsed. 
1. Does not include Canada. 

2. Ueglimlnp with 1070 Spain Is classlllcd In Sciieduio B; prior to 1970 it is classincd in Sciied-
uiuO. 

Source: U.S. Department of Commerce, Ollice of Business Economics. 
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Affiliates in other industries are ex
pected to increase outlays 4 percent in 
1971 (to $1.4 billion) and 22 percent in 

1972 (to $1.7 billion). All major areas 
of the world showed increases in both 
years, except Canada, where a slight 

spending decrease is expected in 1971. 
Most of the planned growth in this 
aggregate group is related to expendi-

T a b l e 2 . — E s t i m a t e s o f P l a n t a n d E q u i p m e n t E x p e n d i t u r e s b y U . S . C o r p o r a t i o n s ' F o r e i g n M a n u f a c t u r i n g A f f i l i a t e s , b y S e l e c t e d C o u n t r y -
S u m m a r y o f S u r v e y s 

[Millions of dollars] 

Actua l 

1900 1907 1908 1009' 1970 

Projection 

1971 1972 

Ac tua l 

1000 1907 1908 1909' 1970 

Project ion 

1971 1972 

All a r e a s 

Clieniicals 
Maci i inory 
Transpor t a t ion e q u i p m e n t 
Otlier manufi iotui ing 

C a n a d a 

Chomicais 
M a c h i n e r y , 
T r a n s p o r t a t i o n cquipmoii t 
Otiior nmnufnctuii i ig 

Lat in American Republ ics and Othe r 
Wes t e rn He in l sphc re 

Chomicnls , 
M a c h i n e r y , 
Ti-onsportat ion eeiuipnicnt 
O the r manufac tu r ing 

AiRontina'. 
Chemicals 
M a c h i n e r y 
T ranspo r t a t i on e q u i p m e n t 
Otiior manufac tu r ing 

Brazi l 
Cliomlcals 
M a c h i n e r y _ , 
T ranspo r t a t i on e q u i p m e n t 
Otiicr manufac tu i ing 

Mexico 
Clieniicals , 
Mac l i inc ry 
T n n i s p o r t a t i o n cquip inen t 
O the r manufi ic tur ing 

Oti icr 
Clieniicals 
M a c i i i n o r y . 
T r a n s p o r t a t i o n e q u i p m e n t 
Otl ier manufac tu r ing 

Europe 

Chomicais 
M a c i i i n o r y . 
T ranspo r t a t i on o(|uipinoiit 
Other manufactui i t ig 

U n i t e d K ingdom , 
Chomicais , , 
M a c h i n e r y , 
T r a n s p o r t a t i o n e q u i p m e n t 
Otiicr manufac tu i ing 

E u r o p e a n Ecotioinic Coinniui i l ty 
Cliomlcals , 
M a c h i n e r y , 
T r a n s p o r t a t i o n e q u i p m e n t 
Oti icr inanufactui ' ing 

Boiglum and Luxombou ig 
Choinlciils 
Macliinoi 'y 
T r a n s p o r t a t i o n equ ip incn t 
Otlier ni t tnufactui ing , 

F ranco , 
Clioinicals 
Maci i inory 
T ranspo r t a t i on e q u i p m e n t 
Otlier innnufuctuiii ig 

Gcr inany 
Clioniieals 
Macl i incry 
Trai ispor tut lon oquipinct i t 
Otiior manufac lu r ing 

4,583 

1,040 
1,040 

960 
1,531 

1,174 

221 
186 
255 
513 

453 

140 
05 
71 

171 

91 
27 
11 
33 
20 

100 
10 
30 
20 
32 

120 
02 
14 
fl 

44 

135 
38 
11 
12 
74 

2,244 

402 
004 
604 
553 

698 
116 
104 
180 
23il 

1,331 
275 
444 
373 
239 

180 
50 
24 
00 
40 

288 
31 

139 
44 
74 

581 
00 

191 
207 

03 

4,625 

1,210 
1,088 

795 
1,432 

1,001 

100 
100 
234 
411 

505 

150 
78 

100 
30 
18 
34 
18 

131 
2il 
35 
34 
33 

133 
00 
17 
8 

48 

141 
30 
8 

13 
90 

2,332 

030 
713 
379 
004 

043 
127 
141 
124 
251 

1,438 
427 
510 
245 
250 

200 
110 
4 6 
23 
21 

371 
50 

170 
75 
7 0 

518 
llfl 

184 
142 

90 

4,191 

1,208 
1,010 

618 
1,349 

854 

158 
144 
194 
358 

675 

179 
86 
90 

220 

71 
IS 
16 

186 
GO 
40 
61 
35 

181 
70 
17 
5 

89 

130 
33 
12 
13 
78 

2,012 

.')24 
0811 
233 
600 

582 
111 
148 

74 
24!) 

1 ,195 
314 
480 
140 
249 

162 
78 
42 

27 

307 
28 

170 
32 
08 

424 
64 

100 
100 

4,970 

1,118 
1,344 

790 
1,710 

1,03G 

109 
222 
ill 
434 

108 
95 

104 
214 

95 
14 
23 
4 0 
18 

40 
30 
33 

170 
58 
22 
14 
70 

161 
5,') 

2,639 

483 
881 
390 
784 

858 
120 
183 
108 
380 

1,440 
288 
02(1 
210 
321 

111 
33 
30 
4 

43 

338 
30 

102 
41 
75 

007 
«5 

273 
150 
110 

0,524 

1, 294 
1, 920 
1, 000 
2, 250 

1,159 

180 
212 
289 
472 

170 
141 
112 
240 

138 
15 
46 
49 
20 

181 
40 
,50 
31 
54 

205 
01 
28 
20 
90 

145 
64 
12 
0 

73 

3,014 

070 
1,310 

551 
1,071 

1,093 
175 
233 
190 
48il 

2,191 
418 
970 
335 
402 

181 
00 
38 

7 
70 

547 
40 

315 
84 

109 

955 
138 
40tl 
237 
171 

0,751 

1,310 
2, 053 
1,000 
2, 389 

1,110 

140 
259 
173 
532 

105 
170 
116 
241 

112 
13 
41 
31 
27 

225 
24 
85 
61 
05 

204 
79 
30 
20 
69 

157 
49 
14 
14 
80 

3,846 

749 
1,341 

005 
1,151 

1,108 
180 
278 
1.53 
,581 

2, 323 
481 
948 
440 
454 

207 
88 
38 
13 
(18 

.574 
39 

336 
77 

123 

1014 
178 
381 
338 
147 

7,012 

1,303 
2,705 
1,032 
2, 542 

1,0G1 

133 
318 
183 
427 

103 
215 
204 
278 

124 
14 
60 
29 
25 

380 
55 
110 
144 
77 

234 
87 
38 
23 
86 

140 
37 
11 

4,427 

705 
1, 897 
50!) 

1,310 

1,292 
140 
308 
135 
049 

403 
1,370 
300 
546 

230 
83 
73 
13 
(17 

708 
65 

439 
!I2 
122 

1208 
182 
508 
238 
220 

Europe—Cont inued 

I t a ly 
Chemicals 
Maci i inory 
Transpor t a t ion o q u l p m e n t -
Otlicr n ianutnc tur ing 

Noti ier laiuis 
Ciiomicais 
Maci i inory 
Transpor t a t ion e q u i p m e n t . 
O the r manufac tur ing 

Ot l i e r . 

Chomicais 
Muehinory 
T ranspo r t a t i on oquipn ion t -
Otlior manufac tur ing 

J a p a n . 

Cliomlcals 
Mach ine ry 
T ranspo r t a t i on e q u i p n i o n t . 
Otiior manufac tur ing 

Austral ia , N e w Zea land , a n d S o u l h 

Africa 
Cheinicals 
Mach ine ry 
Tra i i spor tu t lon o q u i p n i o n t . 
O the r muitufaoturing 

Aust ra l ia a n d N o w Z e a l a n d . . 
Chemicals 
Mach ine ry 
T r a n s p o r t a t i o n eciuipit ient . 
Otlier iiHniufactuiIng 

Souti i Africa 
Clieniicals 
M achincry 
' I ' ransportal loi i e q u i p i n c n t . 
Otlier miu iu tac l in ing 

Othe r Africa. 

Clieniicals 
M acliinery 
' i ' raiisportniioii e q u i p m e n t . 
O the r manufac tur ing 

iVIiddIc E a s t . 

Ciiomicais 
M a c h i n e r y 
' r iai is i iortat ioi i e t n i i pmon t . 
O t h e r manufac lur ing 

Othe r Asia a n d Pacific. 

C liemicals 
.\ I achi ncry 
' i ' ra i isportal lon oqu ipn ion t . 
Otlier maiii ifacturing 

I n d i a 
Ciiomicais 
.Maeliiiiery 
Tra i i spor ta t lon e q u i p n i e n t . 
Oilier manufacturi i ig 

Ot i i e r . 

Ciioniiciils 
Maeliiiiery 
T r a n s p o t t a t l o n e q u i p n t e n l . 
Otlier manufi icluring 

125 
20 
67 

151 
102 
32 

1 
10 

72 
50 
11 
70 

153 

.55 
03 

2 

33 

329 
07 
47 
72 

142 

289 
57 
42 
03 

127 

40 
10 
4 

10 
10 

3 

150 

08 
22 
" l 
69 

91 
44 
16 

150 
34 
06 

198 
137 
3 8 

83 
01 
10 
98 

190 

81 
(14 

43 

250 
47 
28 
80 
!I5 

214 
33 
23 
70 
82 

42 
14 
6 

10 
13 

31 

M8 

78 
14 
6 

52 

105 
30 
74 

147 
105 
2(1 

1 
16 

235 

100 
,54 
12 
09 

227 

128 
66 
3 

41 

295 
00 
32 
90 

101 

244 
67 
20 
76 
85 

62 
10 
0 

1!) 
17 

103 
1 

102 

181 
20 
00 
4 

07 

203 
141 
35 

1 
20 

2G8 

108 
90 

306 
5!) 
35 
80 

120 

204 
52 
30 
80 

101 

42 
7 
5 
0 

24 

73 

270 
39 

101 
5 

74 

228 
135 
53 
2 

38 

330 

83 
107 
20 

120 

374 

110 
173 

2 
89 

395 
44 
51 

106 
106 

335 
3 8 
42 
98 

158 

00 
fl 
9 
7 

3 8 

0 
4 
1 

20 

120 

8 

130 155 

52 
21 

1 
81 

(10 
23 

0 

200 
32 

145 
fl 

70 

238 
144 
51 

0 
37 

326 

115 
12 

110 

4 GO 

157 
203 

2 
98 

400 
37 
57 

102 
204 

327 
25 
49 
86 

108 

73 
12 
8 

17 
36 

27 

24 

101 

50 
14 

1 
09 

i)0 
25 

fl 

' Revised . 

NOTE.—Pro jec t i ons aro coircctedf or sys temat ic bias; seo text . 

Source: U . S . D e p a r t m e n t of Commerce, Ofllco of Business Economics . 
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tiu'es by affiliates engaged in trade, 
leasing, and services. 

Geographic pattern 

After a rise of 20 percent in 1970 to 
$5.0 billion, Eurojican affiliates arc 
expected to increase spending 9 percent 
in 1971 and 14 percent in 1972 to $6.2 
billion (table 1). The relatively small 
gain in 1971 reflects the moderate 6 
percent increase by manufactm-ing af
filiates in the European Economic 
Community; in 1972, these same affili
ates are planning a 19 percent in
crease. Petroleum affiliates plan a 23 
percent increase in 1971 and a 2 per
cent decrease in 1972. In both years, 

the growth of spending in European 
countries outside the EEC is sparked 
by outlays of manufacturing affiliates 
in the United Kingdom and petroleum 
affiliates in the United Kingdom, 
Denmark, Norway, and Sjmin. 

Spending by affiliates in Canada is 
expected to increase 13 percent in 1971 
and 11 percent in 1972 to $3.4 billion, 
after increasing 17 percent in 1970. The 
increases in all 3 years aro duo largely to 
expenditures by affiliates in the extrac
tive industries. Expenditures by mining 
and smelting affiliates arc expected to 
rise 84 percent in 1971 and II percent 
in 1972. This heavy spending is con
nected with the development of iron 

Table 3.—Estimates of Plant and Equipment Expcnclituvcs by U.S. Corporations' Foreign 
Afllliates in the Petroleum and Mining an<l Smelting, and Other Industries (Except 
Manufaetm-ing)—Summary of Surveys 

[Millions of dollars] 

B y area nnd major industry division 

Pclroleum 

Latin American Rcpubl icsand olliBr Western Hemisphere 
Venezuela 

United Kingdom 

France 
Germany 
Ita ly . 

Other 

Oilier Africa 

Middle East . . . 
Otiicr Asia and Pacific 

Mining and Smell ing 
Al iarcas 

Latin American Rcpubl icsand other Western Hemisphere 

Europe: 
European Economic Community 
Otiicr, Including Unltod Kingdom 

o ther industries (except manufacturing) 

Latin American Rcpubl icsand other Western Hemisphere 

Europe: 
European Economic Community 
Otlier, including Unltod Kingdom 

Aetual 

1900 

2,S2G 

649 

268 
101 
109 
58 

778 

103 

434 
40 
96 

172 
87 
39 

180 

120 
92 

265 

206 
99 
49 

790 

297 

229 

3 
4 

257 

741 

237 

144 

86 
140 

135 

1907 

3,000 

63G 

307 
103 
149 
65 

1,045 

289 

682 
101 

01 
261 
03 
77 

174 

14G 
9G 

363 

191 
125 
94 

920 

332 

288 

3 
6 

292 

822 

264 

183 

100 
140 

129 

1008 

3,311 

669 

405 
176 
104 
60 

851 

283 

401 
71 
62 

100 
80 
82 

107 

207 
133 
607 

185 
168 
19G 

1,035 

340 

450 

3 
7 

229 

850 

2GS 

220 

118 
134 

113 

1009 •• 

3,040 

G29 

601 
238 
138 
125 

876 

240 

472 
31 
80 

154 
H I 
91 

16S 

189 
211 
660 

154 
201 
319 

1,132 

340 

497 

3 
7 

285 

1,039 

326 

248 

149 
104 

152 

1070 

3,808 

720 

614 
212 
183 
119 

974 

250 

640 
71 

107 
128 
100 
74 

172 

242 
155 
440 

141 
304 
312 

1,384 

413 

477 

4 
12 

478 

1,355 

434 

291 

188 
237 

205 

Projection 

1071 

4,642 

796 

553 
210 
246 
92 

1,145 

247 

671 
133 
90 

177 
187 
78 

251 

321 
158 
328 

230 
388 
G99 

1,885 

762 

359 

3 
18 

743 

1,408 

425 

312 

102 
272 

207 

1072 

4,732 

884 

438 
189 
104 
52 

1,187 

274 

058 
41 

110 
208 
195 
05 

277 

364 
167 
234 

345 
434 
670 

2,010 

889 

380 

3 
12 

720 

1,722 

590 

325 

251 
342 

214 

NOTE: Projections aro corrected for systematic bias: see text. 
' Revised. 
Source: U.S. Department ot Commerce, Olllce of Business Economics. 

ore, nickel, and copper deposits. Manu
facturing affiliates in Canada expect to 
reduce spending moderately in both 
1971 and 1972. 

Outlays in Latin America are ex
pected to decrease 2 percent in 1971 
but to rise 6 percent in 1972 to $2.0 
billion. Continuing recent trends, min
ing and smelting affiliates are expecting 
to reduce spending in both years, but 
manufacturing firms are planning a 
4 percent rise in 1971 and a 28 percent 
rise for 1972. Increases planned by 
manufacturers in Brazil and Mexico 
are especially large. 

Affiliates in "other areas" are 
planning a 24 percent increase in 1971 
to $4.2 billion, and a 6 percent increase 
to $4.4 billion in 1972. A large portion 
of the 1971 increase is due to spending 
by affiliates in mining and smelting 
and petroleum, which expect increases 
of 55 percent and 33 percent, respec
tively. The projected 1972 rise reflects 
increases in petroleum and manufac
turing. The projcQted 1972 decrease in 
mining and smelting reflects reduced 
spending by affiliates in Australia, 
where large projects to develop nickel 
and bauxite deposits Avill be nearing 
completion. 

Classified according to the country 
schedules established by the Office of 
Foreign Direct Investments, affiliates 
in Schedule C countries (including 
most of continental Western Europe 
and South Africa), for which controls 
on capital outflows from the United 
States aro strictest, expect increases of 
9 percent in 1971 and 16 percent in 
1972, to $4.4 billion (table 1). While 
these rates of increase are considerably 
below the 32 percent reported in 1970, 
total spending by affiliates in Schedule 
C countries in 1972 Avill exceed totals 
for Schedules B and A for the first 
time since initiation of the control 
program in 1968. In both 1971 and 
1972 the largest increases in the Sched
ule C aggregate are by manufacturing 
and petroleum affiliates. 

Tho large expenditures projected by 
affiliates in Schedule C countries do 
not necessarily lead to an increase in 
the use of U.S. funds overseas, which 
the OFDI program is designed to limit. 
To the extent that investment needs 
can bo financed by borrowing abroad, 
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spending for plant and equipment is 
not limited by OFDI regulations. 

Affiliates in Schedule B countries 
(including the United Kingdom, Japan, 
and Australia) except to increase spend
ing 12 percent in 1971 and 4 percent 
in 1972 to $4.2 billion. Affiliates in 
Schedule A countries (including most 
of the less developed countries), for 
which controls on capital outflows aro 
most lenient, show the largest growth 
in 1971—a rise of 16 percent. An 
increase of 8 percent to $4.0 billion is 
expected in 1972. 

Note on methodology 

The spending projections presented 
here were prepared with a revised 
method to eliminate—or at least re
duce—any systematic bias in responses 
to the four expectations surveys taken 
for each year (in June and December 
of the preceding year and June and 
December of the year in question, i.e., 
A, B, C, and D reports). The revised 
method has two primary advantages 
over the old method. (For a complete 
discussion of the old method see the 
technical note on page 46 of the March 

1969 issue of the SURVEY.) The first 
advantage of the new method is that 
it relies on experience over the last 5 
years to adjust for ])ossible bias in tho 
current projection. The second advan
tage is that the method is applicable at 
disaggregated levels, thus making jios-
sible tabulation of cell data on a bias-
adjusted basis. 

The first step under the new method 
was to calculate, for the 1971 C and 
1972 A reports separately, ratios of 
actual spending (the final E estimate) 
to the reported expectation, for each of 
the previous 5 years. No bias adjust
ment was made unless there was a 
deviation in the same direction in at 
least 4 of the 5 years. Also, no adjust
ment was made to items beloM' $10 
million. When an adjustment was nec
essary under these criteria, the median 
ratio of actual to expected spending in 
the 5-year period was applied as an 
adjustment factor. 

The decision as to whether the first 
{A) and second {B) survey estimates 
for a given year need adjustment must 
be made without actual/expected ratios 
for the preceding year since there are 

no actual figures yet available for that 
year. In deriving the bias-adjusted 1972 
data presented here, the years 1966-70 
were used since actual data for 1971 
are not available. In calculating bias 
adjustments for the third ((7) and fourth 
{D) estimates of 1972 spending, the 
years 1967-71 will be used since final 
1971 data will be available. 

The tables published in this article 
were prejiared by aj^jDlying the "four 
out of five" rule at or below the lowest 
published country-industry data cell 
and then summing up to the published 
totals by industry and area. 

A comiDarison of bias-adjusted pro
jections derived under the old and the 
new methods indicates only minor 
differences for the 1971 C projection but 
major differences for the 1972 A 
projection: 

1971 

1972 

Million $ 

Old 

14,830 

15,646 

Now 

14,086 

16,104 

Percent change 
from preceding year 

Old 

14 

6 

Now 

12 

10 

{Continued from page SS) 

to the sample data after they had been 
rearranged so that production on all 
sample contracts was treated as begin
ning at the same time, i.e., in a hypothet
ical month zero. This rearrangement of 
the sample data was designed to deal 
m t h certain difficulties that stemmed 
from contract renegotiations. I t is 
apparent that these two modifications 
of the basic Q-UO model may introduce 
errors into the calculations. Attempts to 
define the direction, let alone the magni
tude, of these possible errors in a manner 
helpful to the evaluation of the results 
have been unsuccessful. Other limita
tions of the study arc discussed in the 

jirevious section which deals in greater 
detail with the sample data. 

Estinuition of the model 

Equation (15) was estimated using an 
Almon lag. A second degree polynomial 
was used with the restriction that the 
coefficient (a4) of the last lagged vari
able have the value of zero. This was 
justified, because the influence of suc
cessive UO's diminished quickly.^ 

(16 )Qt= .0989UOi - .1173 AUOt 
(52.3) (-4.13) 

- .0824 A U O t _ i - .0433 AU0t_2 
(-6.79) (-2.31) 

8. A third degree polynomial and diHerent lag Icngtiis were 
also tested. 

R^=.951, Durbin Watson statis-
tic=1.10, standard error/mean of de
pendent variable=.118, t ratios in 
parentheses. 

The coefficients on the lagged vari
ables deteriorate smoothly to zero, the 
f ratios for a*, ai and a2 are significant 
at tho 99.5 ])ercent level of confidence, 
and the t ratio for as is significant at 
the 97.5 percent level. With 33 obser
vations and a Durbin Watson statistic 
of 1.10, the hyjiothesis that significant 
autocorrelation of the error terms exists 
is not accepted at the 97.5 percent level 
of confidence. 

The actual and predicted values of 
production on the sample contracts are 
shown oil chart 13. 


